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Study Purpose
• Determine if money supply aggregates are 
predictors of returns for sector stock prices
Research Design #1
• Use regression analysis to determine covariation 
between money supply and top ten stocks (market 
value) for 9 SPDR sectors
ResearchDesign#2
• Based on B-coefficients from regressions, develop 
portfolio weighting models for the 9 SPDR sectors
Model #1 Regression Equations
Pi(Si) = A + B(MV) + e
Where Pi(Si) = Price of stock i, sector i
A, B = Equation parameters
M = Money Supply Aggregates M1, M2, MB
V = Velocity of Money
e = error term
Time Period: 2009-2016
Data Frequency: Monthly
i = ith stock (10 per sector)
Model #2 Portfolio Weighting
Wi = Bi/ƩBi
Di = Wi(1,000,000)
SHRi(t)=Di(t)/Pi(t)
MVi(t+1) = SHRi(t)*Pi(t+1)
PORT(t+1) = ƩMVi(t+1)
Where Wi = portfolio weight
Di = dollar investment
SHRi =shares held in (i)
MVi = market value of (i)
PORT =portfolio value of 9 SPDR sectors
i = ith sector
t = time period: 2009 - 2016
Conclusion
• M1V1 Model - All sectors except utilities had 
positive alpha with XLY having the highest 
excess return
• M2V2 Model - Similar excess returns to M1V1 
model
• MB Model - Similar excess returns to M1V1 and 
M2V2 model with XLY having slightly higher 
alpha
• Results suggest M1, M2, and MB are predictors 
of excess returns for stocks across sectors
• M1, M2, and MB show positive covariation with 
selected stocks across sectors
• 2009 to 2016 was a period of aggressive 
monetary easing

